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UNITED STATES GENERAL ACCOUNTING OFFICE

REGIONAL, OFFICE
7014 FEDERAL BUILDING, 1961 STOUT STREET

DE ‘ 3
ENVER, COLORADO 80202 (4O oC

JUN 14 17

ilr. N. 0. Fraderick
Regional 0il and Gas Supervisor

o Castogtiak borvey 007 I

P
fhoswell, liew Mexico £8201 A= 088347
Dear Mr. Frederick:

We have completed our review at the Regional 0ffice of the
Southern Rocky Mountain Region regarding the time that has elapsed .
between the earning of revenue from 0;& and gﬂﬁ leases and its /7uw7(1cmﬂMMﬁ
The review at the Region was part of a study conducted at selemted
departments and agencies to determine if they were reporting accruals
in accordance with the concepts of the Office of Management and Budget

" Bulletin ¥o. 68-10, as amended by the letter from the Director, Office ,

of Management and Budget, dated April 13, 1970, and Treasury Fiscal vﬂ‘ﬁbfs rﬂ
Requirements Manual (TFRM) Transmittal lLetters Number 18, 36, 46, C )

and 49. The data gathered was primarlly for the information of the khk‘
Steering Committee of the President's Commission on Budget Concepts.

er'L

We reviewed regulations and records and interviewed Regional o
personnel. Rty Js
- - . ng Lt

We believe that in numerous cases a significant amount of time’
has elapsed between the earning of revenue from oil and gas leases
and its being recorded and reported to the BLM. During our review
BLM and Geological Survey took steps to improve the timeliness of
recording and reporting of accounts receivable and cash collectiouns,
but these changes were made subsequent to the time that we conducted
our tests to determine elapsed time.

On December 17, 1970, our Office of Policy and Special Studies
reported to the Director, U. 5. Geological Survey, that under existing
procedures at the Region oil royalty revenues will be reported to BLM
by the end of the month following the month of production and gas
royalty revenues will generally be reported by the end of the second
month after the month of production. A copy of the letter is enclosed.

In addition to what is described in the dbDVG g@mwral statements,

for each production month where oil rmyalty revenues are not reported
i Okl
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Mr., N, 0. Frederick -2
U. 8. Geological Survey

to BLM until the second month after the month of production and wherc
gas rovalty revenues are not reported urtil the third morth after the

month of production.

The above letter indicates estimated gas royalty reporting pro-
cedures established by the Geological Survey at MHetairie, Louisiana,
improved the timeliness of producer submissions. However, based on
comments of Regional officials, it does not appear to be feasible at
this time to estimate gas rovalty revenue in order to speed the reporting
process primarily because the Region is understaffed and because of the
problems the lessees would have obtaining information to allow estimates
to be made. We also recognize ticht data processing cycles and other
problens may make it difficult for lessees and processors to get their
production reports in sooner. However, we believe the Rerion should
make an attempt to get them to submit production reports at the earliest
possible date,

Also we believe that in addition to the procedures in effect
whereby reports missing at the time of monthly processing of files
for data submittal are noted for follow-up action, consideration shouid
be given to more positive controls to monitor lessee and processor
report performance. It is our understanding tliat the Conservation

_Division of the Geological Survey is developing a program which includes

his feature.

Please notify us as soon as possible regarding the actions you
have taken recarding the areas mentioned above.

A copv of this letter is beines sent to the Director, U. S. Geological
Survey.

We appreciate the cooperation received from your staff. We will
be glad to discuss the results of our work with you or your staff if
you so desire.

Sincerely vours,

Corel

5. D. HMcElyea
Regional Manager

Enclosure:
As stated



)¢ CUNITED 'sim'z ES GUNERAL ACCOUNTING Q0 len
WASHINGTON, D.C. 20548

QFFICE OF POLICY AND -
SPECIAL STUDIES

¥r. Hilliam 7. Peoorn
Director, V. 8. Geologlen) Survey
Depsrtument of the Interior
Dagr kir. Poaora!

By
! & part of our test or the adequsey of the processes and controls
. Ceployed by thr Buresu of Isnd Monsgeuent {BIM) in recording end reporting
i eoerued reveuaes, we uade a linlted tech of revenue trensactlons acoecie
) plished by the Geologicel Survey (CS) in Survey offices st Fevalirie, Is
! sne Roswell, H. M. He slso hod snarerous ciseussions with persoupel of
your Concervation Division in viushington. ‘

| Duxing the course of owr best Bl end 05 toos vtepe to dmprove the
tinelinees of recording snd yoporting of sccounte recsivable snd cosh -

I collections. Under ihe procedures mow dn effoct oil wuyalty cach revenues
. eud revenuss besed on recelwbles will both bo reporbted tor the month

i : " follaving the production worth in vhich they were actuslly eexped.

4 ‘ Unless & method of estimeting wevenues earned 1y dews Joped and
iw Cepplicd in esch accountling period, oll ruvelty reverues will wlvays be

repovied oue month afitcr they cotuwslly acorus.

; In the csse of pgas royeliles, rovenues will geneyuldly be reported
i the zecond avnth following the production mouth. Ectimated ghs
I royelly repocting procedures which bave besn esteblisted by 05 ab ,
w atairie, Le., heve resulied iu deproved tiveliness of producer sulmissicuns
- of royalties. : ’ '

Ve have Identified the following prodlem wres: for review by the
Sveeving Cormittee {Ofyice of Monageuons and Bulzetl, Trensury Dupartoent,
and Cenevel Aceounting PIfles) of the Presideut's Covnlssion on Bulgyb
Coneopto. .

1. Rent end royuldy revewues from the Outer Cuntirental Shelf
Jesges In cispute between the United Stotes erd the Gulr ststos bordering
ou the production eress ere not in the Decnswry Divsrtnent's scorwml row
X porting eysten requiverent. :
! 2. Shared reveusue lisbi
| Crsported sgrinst reccipt coodaabe.




-3« Decelvables are being reported for billings unzollectad
becarse of litigation,

G5 will bs alvised through your Depar m’mm:h channals ¢of any
chan; 85 in prace&mms deternined 0 ba appropriste.

“We wish" to expreas cur appreciation for the fine cocporsticn
we riceived during our test at G5. We will ba glad to disouss ths
reawits of our work with you or your staff if you so desire,

Sincerely yours,

. Iﬂ"m» D&{;ﬂ‘, srih

deputy Direcbor
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